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After the rapid growth of over 30 years, China’s economic growth appeared 
sustained downward trend and the cumulative conflict and risk has been showing up. 
Under the new normal economic situation, whether the economic fundamentals, but 
also the industry form, the basic model of economic development and growth 
momentum are all different with the past. “Normal growth” will replaced the 
high-speed growth and become the main theme of the next stage of China’s economic 
development. According to the viewpoint of new classical school, the change of 
employment is consistent with economic growth in general, therefore the employment 
will be influenced by the change of new normal economic growth. Government 
expenditure policy is an important tool in the macro-control toolbox, the efficient 
implementation of expenditure policy will help to promoting economic growth, 
increasing employment opportunities and improving the quality of employment. 
Whether the expanding of China’s fiscal expenditure scale has promoted the growth 
of employment? 
From the perspective of China’s previous policy practice, the large-scale public 
investment expenditure and procurement of public services has created many 
employment opportunities directly, which is the conventional way of fiscal 
expenditure affecting employment growth. In the current process of intensive 
development transition, the enhancing of employment quality is more important than 
the increasing of absolute number of jobs, and also in line with economic 
restructuring and industrial upgrading direction. Thus increasing the stock of human 
capital and enhancing the quality of employment has become an important shift of 
fiscal expenditure policy objectives. In the structure of government expenditure, 
science and education spending and social security spending are representative of 
non-productive expenditure, which is most closely link with the accumulation of 
human capital and the improvement of employment quality. Also, it is the 
transformation direction of government expenditure in future. Under the condition of 














proportion of investment in human capital and public services”(Fu Yong and Zhang 
Yan, 2007), what was the effect of non-productive expenditure on total employment? 
Is there a positive effect of non-productive expenditure on the optimizing of 
employment structure? 
Based on this, the main content and framework of this paper are as follows. The 
first chapter is an introduction, which introduced the research background, 
significance and research framework, and noted the innovation and deficiencies. The 
second chapter is the theoretical basis and the literature review, which elaborated 
theories and sorted out previous studies. The third chapter is the study of employment 
effects of the scale of government expenditure. Based on IS-LM model and Okun’s 
law, this chapter proposed a theoretical hypothesis, and using threshold panel model 
to do empirical test. Chapter 4 and chapter 5 are the study of aggregate effects and 
structure effects of non-productive expenditure on employment respectively. The 
previous studies focused on the relation of productive expenditure and employment, 
but non-productive expenditure is prefer to increasing the “quality” aspect of 
employment, and more in line with economic restructuring and industrial upgrading 
requirements. Meanwhile, it is the future direction of the adjustment of the structure 
of government expenditure. Therefore this paper focuses on the relation of 
non-productive expenditure and employment. Based on the endogenous economic 
growth model, chapter 4 introduced social security expenditure and expenditure on 
culture, education, science and health to utility function and production function 
respectively, and then established a dynamic stochastic general equilibrium model to 
do numerical simulation. Then this chapter used panel regression to verify the relation 
of non-productive expenditure and aggregate employment, which provided stylized 
facts for the results of numerical simulation. Finally, based on the perspective of 
industrial, urban and rural, chapter 5 analyzed the dynamic relation of non-productive 
expenditure and employment structure. The sixth chapter is conclusion and policy 
recommendations, which summarized the conclusions of the previous chapter and put 
forward policy recommendations. 














of economic development, when the economic development is at low stage, fiscal 
expenditure has higher positive effects on employment. In the structure of government 
expenditure, both of social security expenditure and expenditure on culture, education, 
science and health have a significant long-term promoting effect on employment. 
Comparatively speaking, the employment effect of expenditure on culture, education, 
science and health is more stronger. From the point of view of employment industrial 
structure’s impulse response on non-productive expenditure, expenditure on culture, 
education, science and health has a negative impact on primary industry employment 
and has a positive impact on secondary industry employment and tertiary industry 
employment, but the impact of social security expenditure on industrial structure of 
employment is the opposite. From the point of view of urban and rural employment 
structure, expenditure on culture, education, science and health has a positive impact 
on urban employment, but has a negative impact on rural employment. The 
employment effect of social security expenditure is just the opposite. In terms of other 
factors, the enhancing of economic scale and consumption have significant promoting 
effect on employment, but the rising employment brought by investment growth is not 
sustainable and may even play a reverse effect on employment. Meanwhile the 
increasing of real money balances also has a positive effect on employment, and the 
impact of technological progress on employment is not significant.  
Accordingly, this paper proposed policy recommendations as follows: on the 
condition of controlling expenditure scale, optimizing the structure of fiscal 
expenditure reasonably; improving the input mechanism of technological innovation 
and education, and weakening the policy time lag of expenditure on culture, education, 
science and health; improving the scientific system of social security expenditure, and 
exerting the role of employment promotion; guiding the adjustment of industrial 
structure, and enhancing the capacity of employment; balancing the economic 
development of urban and rural, and promoting the rational allocation of labor 
resources. 
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均新增劳动力供给约为 2000万，但新增劳动力需求量平均仅为 1800 万，而“十
二五”期间受经济增长步伐放缓的影响，劳动力需求并无明显增长，但每年劳动
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